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NEW  BUDGET  SCRUTINIZED  BY  CONGRESS 


DEEP  RECESSION  BUDGET 
STILL  FAVORS  MILITARY 

The  Ford  Administration,  reeling 
under  a  deteriorating  economic  situation, 
is  proposing  a  1976  fiscal  year  (FY76) 
budget  with  a  minimum  deficit  of  $52 
billion. 

To  meet  the  economic  crisis.  President 
Ford  proposes: 

•  Tax  Cuts.  The  total  Ford  program 
would  give  42%  of  the  tax  cut  to  tax¬ 
payers  who  earn  more  than  $20,000  per 
year,  15%  to  those  with  incomes  under 
$10,000. 

The  February  27  House-passed  plan 
would  give  10.5%  of  its  tax  cut  to 
taxpayers  who  earn  more  than  $20,000, 
55.1%  to  those  with  incomes  under 
$10,000. 

•  A  new  energy  [vogram,  which  would 
raise  oil  import  fees  and  taxes  on  domes¬ 
tic  producers  and  stress  research  and 
conservation.  (Rep.  Charles  Vanik,  Ohio, 
estimates  that  solar  energy  research  ac¬ 
counts  for  less  than  2%  of  the  budget  of 
the  new  Energy  Research  and  Develop¬ 
ment  Administration;  more  than  78%  of 
ERDA’s  operating  budget  is  related  to 
nuclear  energy.) 

•  A  one-year  moratorium  on  new  spend¬ 
ing  other  than  energy  programs  (which 
means  active  Administration  opposition 
to  any  new  programs  for  health  care, 
income  maintenance,  or  full  employ¬ 
ment). 

•  A  temporary  5%  ceiling  on  pay  in¬ 
creases  for  federal  employees  and  on 
benefit  payments  to  individuals  which  are 
tied  to  the  cost  of  living.  (With  inflation 
projected  by  the  Administration  at  more 
than  10%  in  1975  and  7%  in  1976,  this 
would  reduce  real  income  for  Social 
Security,  food  stamps,  and  child  nutrition 
programs,  supplemental  security  income, 
and  federal  employee  retirement  sys¬ 
tems.) 

The  President’s  theory  of  recovery:  “I 
believe  that  tax  relief,  not  more  govern¬ 
ment  spending,  is  the  key  to  turning  the 
economy  around  to  renewed  growth.” 


“Hold  It!  First,  The  Tax  Rebate - Then 

TTie  Oil  Boost  —  And  The  Gas  Bill  — 
Then  The  Amount  Dad  Won't  Get  In 
Social  Security - Then - ” 


But  Military  Up 

Nevertheless,  the  President  wants  to 
increase  military-related  programs  sub¬ 
stantially.  Congress  is  being  asked  to 
approve  a  military  security  program  of 
$107.2  billion.  This  is  a  14.3%  increase 
over  FY75  requests.  (See  table  on  page  3 
for  details.) 

What  are  some  of  the  reasons  the 
Pentagon  cites  to  justify  increased  re¬ 
quests  in  a  time  of  acute  recession? 

Despite  huge  past  military  budgets. 
Secretary  of  Defense  Schlesinger  is  now 
pleading  poverty  before  various  Congres¬ 
sional  committees  on  several  grounds: 

Gross  National  Product 

The  Pentagon  argues  that  its  share  of 
the  gross  national  product  is  falling  (from 
9.2%  in  1961  to  7.6%  in  1971  to  an 
estimated  5.9%  in  1976). 

But  it  does  not  spell  out  why  military 
spending  should  continue  to  be  a  specific 
percentage  of  the  total  economy.  With 
huge  overkill  and  detente,  why  should 
military  spending  go  up  with  the  eco¬ 
nomy?  The  hundreds  of  billions  of  dollars 


SPECIAL  BUDGET  ISSUE 

This  newsletter  concentrates  on 
President  Ford’s  legislative  program 
expressed  in  his  proposed  budget.  It 
is  already  clear  that  Congress  will 
not  accept  many  of  his  recom¬ 
mendations. 

Your  Senators  and  Representa¬ 
tives  will  be  voting  on  Presidential 
budget  requests  in  the  coming 
weeks— on  authorization  bills,  on 
appropriation  bills  and  on  a  budget 
resolution.  Many  votes  will  come 
before  May  1 5. 

Now  is  the  time  to  communicate 
your  views  to  your  conununity 
through  letters  to  the  editars,  and 
to  members  of  Congress  thiou^ 
letters,  calls  and  visits. 

If  your  Senators  or  Representa¬ 
tives  are  on  the  Appropriations  or 
Budget  Committees  or  authorizing 
committee  considering  legislation 
of  interest  to  you  (Armed  Services, 
Education  &  Labor,  etc.)  they  have 
the  special  opportunity  to  reshape 
budget  requests  drastically  before 
such  requests  are  presented  to  the 
House  and  Senate  for  a  vote.  (See 
last  month’s  FCNL  Newsletter  for 
committee  assignments  and  District 
offices  for  peivonai  visits.) 


granted  to  the  Pentagon  over  the  past 
decades  have  bou|^t  a  deadly  arsenal  of 
nuclear  bombs,  missiles,  submarines, 
planes  and  ships.  According  to  Sen. 
Stuart  Symington,  MO,  the  U.S.  has  36 
nuclear  weapons  for  each  Soviet  city  of 
100,000  or  more.  The  USSR  has  11 
nuclear  weapons  for  each  comparable 
U.S.  city. 

Share  of  Federal  Spending 
The  Pentagon  argues  that  its  share  of 
the  federal  budget  is  foiling  (from  47.6% 
in  1961  to  36.3%  in  1971  to  an  estimated 
26.9%  in  1976).  But  in  absolute  terms, 
military  requests  have  risen  rapidly  from 
$43.2  billion  in  1961  to  $107.2  billion  in 
1976.  Non-military  spending  during  this 
period  has  been  increasing  even  more 
rapidly,  primarily  in  the  “income  secu- 

(Continued  on  Page  2) 
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BRIEF  GUIDE  TO  THE  FEDERAL  BUDGET  NUMBERS  GAME 

TO  HELP  YOU  READ  THIS  NEWSLETTER  AND  YOUR  DAILY  PAPER 


Fiscal  Year.  The  beginning  date  for  the  federal  government’s 
fiscal  year  is  being  shifted  from  July  1  to  October  1,  to  allow 
Congress  a  full  nine  months  to  complete  its  authorization  and 
appropriation  process.  This  year’s  request  contains  proposals  for 
FY76  under  the  old  timetable  of  July  1, 1975  to  June  30, 1976, 
plus  a  transitional  quarter,  July  1, 1976  to  September  30, 1976, 
so  that  FY77  can  begin  on  October  1, 1976. 

Budget  Authority.  This  is  the  amount  the  President  asks 
Congress  to  make  available  to  federal  agencies  to  spend  or  lend. 
This  year  it  is  $385.8  billion.  Of  this  amount  Congress  must  act 
specifically  on  $226.3  billion  for  FY76.  The  remainder  is  for 
multi-year  authorizations,  or  is  already  available  under  existing 
laws,  mostly  Social  Security  and  Highway  Trust  Fund  programs 
and  interest  on  the  national  debt. 

Outlays.  Funds  actually  ^nt,  whether  authorized  in  the 
current  or  previous  year&  FY76  outlays  are  estimated  at  $349.4 
billion. 

FCNL  does  not  try  to  analyze  the  overall  budget,  but  rather 
that  portion  of  budget  authority  which  Congress  is  asked  to 
fund  in  any  one  year.  Budget  authority  suggests  the  trend  of 
future  outlays.  For  all  national  security  items  in  FY76,  outlays 
are  estimated  at  $95  billion;  budget  authority  is  $107.2  billion. 


Supplemental  Funds.  In  addition  to  requesting  funds  for  FY76, 
Prudent  Ford  is  asking  for  an  additional  $14  billion  for  the 
current  1975  fiscal  year.  These  include  pay  increases  for  federal 
employees  and  $5  billion  of  advances  to  the  unemployment 
trust  fund. 


Rescissions  and  Deferrals.  In  addition  to  asking  for  supple¬ 
mental  money  for  some  programs,  President  Ford  has  proposed 
to  Congress  that  he  not  ^nd  some  funds  already  appropriated, 
either  by  deferring  the  spending  or  rescinding  outright  the 
Congressional  action.  During  ti^  administration.  President 
Nixon  asserted  his  presidential  authority  to  impound  (not 
spend)  large  amounts  of  money  for  Congressionally  approved 
programs.  This  led  to  a  new  law  under  which  the  Pr^ident  may 
propose  to  rescind  previously  approved  funding  measures.  But 
the  rescissions  will  not  become  effective  unless  Congress 
q>ecificaUy  approves  them  within  45  days.  Proposed  deferrais  of 
spending  become  effective  unless  one  house  disapproves  them. 
For  FY75,  President  Ford  has  asked  Congress  to  rescind  some 
$2.4  billion  and  defer  $21  billion  in  various  programs.  Prac¬ 
tically  all  the  proposed  rescissions  have  been  rejected  by 
Congress. 


MILITARY/NON-MILITARY  COSTS 


If  the  percentage  of  military  to  non-military  spending  in  FY76 
is  computed  on  total  budget  authority,  including  trust  funds, 
the  miUtary  percentage  is  27%.  Government  trust  funds  include 
rapidly  expanding  social  insurance  programs  financed  separately 
by  social  security  and  other  payroll  taxes.  These  funds  are  not 
supposed  to  be  available  for  general  government  purposes  and 
do  not  require  yearly  Congressional  action. 


If  military  spending  is  computed  as  a  percentage  of  the  funds 
which  Congress  must  actually  appropriate,  for  FT76  the  figure 
is  much  larger.  On  this  basis  the  current  military  request  is 
47.4%  and  is  larger  still  if  veterans’  costs  and  the  portion  of 
interest  on  the  national  debt  attributable  to  past  wars  are 
included. 


FCNL  traditionally  has  computed  the  Pentagon’s  share  of  the 
budget  on  the  amount  of  money  Congress  makes  available  each 
year  (which  excludes  most  trust  funds)  for  two  reasons.  First, 
this  computation  is  based  on  the  biils  on  which  members  of 
Congress  must  vote  during  the  course  of  the  year.  Second, 
FCNL’s  analysis  shows  how  the  President  proposes  to  allocate 
our  federal  income  tax  dollrr& 

By  interesting  coincidence,  for  FY76  the  Administration  pro¬ 
jects  that  the  total  amount  collected  from  all  individual  income 
taxes  will  be  $106.3  billion.  It  will  take  every  penny  of  this 
amount,  and  more,  to  pay  for  projected  military  programs  of 
$107.2  billion.  Corporate,  excise,  estate  and  gift  taxes  and  an 
increase  in  the  national  debt  would  be  needed  to  cover  all 
remaining  governmental  programs. 


Continued  from  Page  1 
rity”  and  health  categories,  reflecting 
increases  in  Social  Security,  Medicare  and 
Medicaid.  Has  the  average  citizen  received 
more  real  personal  security  from  the 
“income  security”  program  or  from  the 
'national  security”  program  which  took 
more  than  56,000  American  lives  and 
$140  billion  during  the  Indochina  war? 

Keeping  Up  with  the  Russians 

The  Pentagon  argues  that  the  Soviet 
Union  is  spending  more  for  arms  than  the 
U.S.,  and  says  it  is  essential  to  keep  up 
with  the  Russians.  Even  if  one  accepts  the 
Pentagon’s  analysis  of  the  relative  levels 
i  of  Soviet  and  IJ.S.  arms  budgets,  would 

the  U.S.  gain  greater  security  by  more 
spending? 

One  reason  for  the  reported  surge  in 
Soviet  arms  production  is  said  to  be  their 
determination  to  wipe  away  the  “humilia¬ 
tion”  suffered  at  the  time  of  the  Cuban 
misrile  crisis.  Won’t  a  new  ending  spree 
by  the  U.S.  now  only  cause  the  Soviet 
Union  to  try  to  catch  up  again,  thus 
assuring  a  spiraling  arms  race? 


The  debate  on  the  level  of  military 
spending  must  shift  to  basic  issues: 

1.  What  significance  does  “maintain¬ 
ing  a  worldwide  miiitary  balance”  have  in 
an  age  of  “overkill?” 

2.  What  value  is  military  spending 
when  the  world’s  central  problem  is  how 
to  redress  economic  and  political  im¬ 
balances  between  the  current  “have”  and 
the  “have  not”  countries? 

3.  Why  should  the  U.S.  continue  to 
maintain  more  than  2,000,000  persons  on 
active  military  duty  and  hire  almost 
1,000,000  for  the  Department  of  De¬ 
fense?  Why  should  more  than  20%  of  all 
UJS.  forces  be  in  foreign  lands?  Why 
should  300,000  U.S.  troops  remain  in 
Europe? 

4.  Why  should  the  U.S.  provide  $2.7 
billion  annually  for  gifts  and  credit  sales 
of  military  equqiment  to  allies  and  the 
training  of  thousands  of  their  military 
personnel,  especially  when  60%  of  the  51 
countries  recriving  such  aid  have  oppres¬ 
sive,  authoritarian  governments,  accord¬ 
ing  to  Sen.  Alan  Cranston,  CA? 


5.  With  the  glut  of  nuclear  weapons, 
why  is  the  Administration  still  asking  for 
$2  billion  to  design,  produce  and  stock¬ 
pile  more  nuclear  bombs? 

6.  Why  does  the  arms  budget  go  up 
and  up  despite  much  publicized  arms 
control  agreements 

7.  Is  the  Administration’s  commit¬ 
ment  to  disarmament  accurately  mea¬ 
sured  by  the  relative  amounts  of  funds 
request^  for  the  Arms  Control  and 
Disarmament  Agency  ($10.7  million)  and 
the  Department  of  Defense  (almost 
10,000  times  as  much)? 

8.  Why  should  the  Selective  Service 
System  requesting  more  funds  next 
year  ($47.9  million)  than  it  received  this 
year  ($45  million)  although  the  induction 
authority  expired  in  1973?  Does  the 
durability  of  this  bureaucracy  in  search  of 
a  mission  suggest  the  diffrculties  to  be 
encountered  in  attempting  to  reduce 
funds  for  the  military  establishment  as  a 
whole? 
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CONGRESS  IS  BEING  ASKED  TO  APPROPRIATE  $226.3  BILLION*  FOR 
CONTINUING  AND  PROPOSED  PROGRAMS  FOR  THE  YEAR  BEGINNING  JULY  1.  1975 


HUMAN  RESOURCES  IN  THE  U^.  (20.9%)  $47.3  billion 

Social  Security  programs  $10.5  billion  (including  $5.5  billion  for 
Supplemental  ^curity  Income);  Social  Rehabilitation  $13.9 
billion  (of  which  $5.2  billion  is  Public  Assistance  and  $7.2  billion 
is  Medicaid);  Aid  to  Education  $3.7  billion;  Health  programs  $4.5 
billion;  Federal  Housing  $4.1  billion*;  Nutrition  including  Food 
Stamps  $3.2  billion;  Labor  $3.5  billion;  Rural  Development, 
Disaster  Relief,  certain  Indian  programs.  Legal  Services  and 
Community  Services  $2.1  billion;  Administration  $1.8  billion. 


NATURAL  RESOURCES,  ENERGY  (5.8%)  $13.1  bMlion 

Agricultural  price  supports  &  conservation  $5.2  billion;  Depart¬ 
ment  of  Interior  land  management,  parks.  Geological  Survey  $2.2 
billion;  Energy  Research  &  Development  Administration  $2.4 
billion;  Other  $3.3  billion. 


COMMERCE,  SCIENCE, 

TRANSPORTATION  (5.3%)  $1 1 .9billion 

Department  of  Commerce  $1.6  billion;  Department  of  Trans¬ 
portation  $3.9  billion  (including  certain  trust  funds);  National 
Aeronautics  &  Space  Administration  $3.5  billion;  Postal  Service 
payment  $1.5  billion;  Other  $1.4  billion. 


'THE  BALANCE  OF  POWER"  (47.4%)  $1072  billion 

Military  personnel  $25.1  billion;  Pensions  for  retired  military 
careerists  $6.9  billion;  Operation  of  military  establishments  $29.8 
billion;  Military  construction  $4.1  billion;  Procurement  of  equip¬ 
ment  $24.7  billion;  Nuclear  warheads  $2  billion;  Military  research 
$10.2  billion;  Military  aid  to  allies  $2.7  billion  (includes  $7.3 
billion  for  South  Vietnam.  A  $1.5  billion  Israeli  request  is  under 
review  by  the  Administration.  It  is  not  included  here.);  Other  $1.7 
billion. 

PAST  WARS  (7.0%)  $15.8  billion 

Veterans’  pensions,  medical  care,  loan  guarantees. 

OTHER  INTERNATIONAL  (5.7%)  $132  billion 

Bilateral  economic  and  political  assistance  $2.7  billion  (including 
$952  million  for  Indochina);  Contributions  to  multinatipnal 
banks  and  UN  programs  $759  million;  Food  programs  $1.3 
billion;  Contribution  to  proposed  international  agency  which 
would  help  industrialized  countries  finance  deficits  arising  from 
increased  oil  prices  $7  billion;  Other  $1.2  billion. 

GENERAL  GOVERNMENT  (7.9%)  $18.0  billion 

Courts,  Congress  and  funds  appropriated  to  President  $3.4 
billion;  Treasury  $2.7  billion;  Energy  tax  equalization  payments 
to  state  and  local  governments  $7.0  biUion;  Other  independent 
agencies,  etc.  $4.9  billion. 


*Thi8  Hgure  includes  only  the  $662.3  million  (needed  for  FY76)  of  the  proposed  $26  billion,  40-year  federal  subsidy  for  production 
and  leasing  of  low-cost  housing. 


THE  PRESIDENT  ALSO  HAS  ASKED  CONGRESS  FOR  AN  ADDITIONAL  $14  BILLION 
FOR  THE  YEAR  ENDING  JUNE  30,  1975  (FY  75) 


•  $5  billion  of  advances  to  the  unemployment  trust  fund 

•  $2  billion  to  provide  temporary  public  service  employment 
and  summer  jobs  for  youth 

•  $1.7  biUion  for  Public  Assistance 

•  $856  million  for  increased  benefits  for  veterans 

•  $1.8  billion  for  pay  increases  for  military  personnel  and 
employees  of  the  Defense  Department 


•  $500  million  for  pay  increases  for  other  federal  employees 

•  $522  million  for  military  aid  to  South  Vietnam  and  Cambodia 

•  $275  million  for  economic  assistance  to  Israel 

•  $29  million  for  UN  peacekeeping  in  the  Middle  East 

•  $17  million  for  the  International  Control  Commission  in 
Vietnam 
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TOUGH  SLEDDING  FOR  DOMESTIC  PROGRAMS 


The  Administration  proposes  no 
new  domestic  spending  programs 
except  for  energy.  In  addition,  a 
number  of  existing  programs  are 
slated  for  cuts. 

Passing  the  Buck  on  Health 

While  total  federal  health  spend¬ 
ing  requests  are  up  slightly  because 
of  automatic  increases  in  obliga¬ 
tions  to  Medicare  and  Medicaid, 
deep  cuts  have  been  made  in  certain 
health  agency  programs.  Budget  au¬ 
thority  requests  for  FY76  are  at 
least  20%  lower  than  appropriations 
for  FY75  for  community  health 
centers,  family  planning,  maternal 
and  child  he^th,  migrant  health, 
immunization  and  venereal  disease 
control,  and  lead-based  paint  and 
rat  control  programs.  State  or  local 
governments  must  make  up  for  the 
loss,  or  else  many  programs  will  be 
cut. 

To  limit  the  growth  of  the  Medi¬ 
caid  program,  which  is  a  form  of 
public  assistance,  Congress  is  being 
asked  to  eliminate  coverage  of  non¬ 
emergency  dental  services  for  adults 
and  to  reduce  the  federal  matching 
share  from  50%  to  40%  (raising  the 
burden  on  states  by  10%).  These 
and  other  redefinitions  of  coverage 
will  trim  the  growth  of  Medicaid  in 
FY75  by  $217  million  and  in  FY76 
by  $939  million. 

The  Administration  also  is  pro¬ 
posing  to  require  elderiy  and  dis¬ 
abled  persons  covered  by  Medicare 
to  pay  a  larger  share  of  hospitaliza¬ 
tion  expenses.  The  plan  would  in¬ 
crease  costs  to  Medicare  recipients 
by  $255  million  in  FY75  and  $1.3 
biUion  in  FY76. 

All  proposed  reductions  in  fed¬ 
eral  medical  relief  for  the  poor,  the 
elderly  and  the  disabled  must  win 
approval  from  Congress.  Major  ob¬ 
jections  are  expected  from  states, 
which  will  need  to  play  a  larger  role 
in  medical  relief. 

Charles  Edwards,  M.D.,  who  has 
just  departed  as  HEW’s  Assistant 
Secreta^  of  Health,  protested  re¬ 
cently,  “You  can’t  cut  service  pro¬ 
grams  at  a  time  like  this.  Proposing 
to  shift  additional  health  cost  bur¬ 
dens  to  the  states  during  our  cur¬ 
rent  economic  climate  immediately 
translates  into  letting  the  disad¬ 
vantaged  carry  the  tight  against 
recession.” 


Double  Blow  to  Kids 

The  FY76  budget  proposes  sev¬ 
eral  blows  to  programs  dealing  with 
domestic  hunger.  In  the  area  of 
child  nutrition,  for  example,  block 
grants  to  states  would  replace  cate¬ 
gorical  programs,  including  school 
lunch  and  breakfast,  special  milk, 
day  care,  summer,  and  supplemental 
feeding  programs.  Thus,  states  must 
establish  their  own  child  nutrition 
programs.  Some  may  choose  to  do 
so;  others  may  not.  Secondly,  total 
federal  budget  authority  for  child 
nutrition  under  block  grants  will  be 
$700  million  leas  in  FY76  than 
under  categorical  grants  in  FY75. 

FOR  NATIVE  AMERICANS 

The  total  budget  authority  for  the 
Bureau  of  Indian  Affairs  is  de¬ 
creased  by  $84,534  despite  infla¬ 
tion.  Under  HEW,  Indian  Health  is 
increased  by  .06%  and  Indian  Ed¬ 
ucation  is  increased  by  .05%  for 
FY76.  A  positive  note  is  the  addi¬ 
tion  of  Indian  Action  Teams.  The 
bud^t  request  for  lAT  is  $15 
million,  which  would  help  to  stimu¬ 
late  economic  development,  en- 
coiirage  all-Indian  corporations, 
provide  specialized  training  and 
create  more  jobs  in  Indian  com¬ 
munities.  Ideally,  this  program  will 
aid  economic  growth  and  therefore 
self-determination. 

One  USD  A  budget  offical  admits 
that  these  cuts  are  hard  to  track 
down,  since  ‘‘nutrition  budgets  are 
only  for  economists  and  accoun¬ 
tants  to  understand.”  Yet  states 
understand  that  reduced  federal 
funding  under  block  grants  will 
shift  the  nutrition  burden  to  them. 
One  state  official  estimates  that  in 
one  program  the  changes  could  lead 
to  a  40%  reduction  in  participation 
in  federally  assisted  school  lunches, 
and  *  ‘could  force  many  schools  to 
back  out  of  the  program  com¬ 
pletely.” 

Sen.  McGovern,  SD,  chairman  of 
the  Senate  Select  Committee  on 
Nutrition  and  Human  Needs,  says: 
“I  am  sure  Congress  will  not  allow 
30  years  of  progress  in  the  health 
and  welfare  of  our  children  to  be 
destroyed  because  of  misguided 
values.” 

Food  Stamp  Fight 
TTie  Ford  Administration  is  wag¬ 
ing  a  general  assault  on  food 
stamps.  Congress  has  decisively  re¬ 
pelled  the  tirst  wave  by  blocking  an 
administrative  order  which  would 
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have  raised  the  cost  of  food  stamps 
for  recipients  by  an  estimated  total 
of  $650  million  this  year.  The  vote 
in  the  House  was  374  to  38,  Febru¬ 
ary  4;  in  the  Sentate,  76  to  8, 
February  5. 

Further,  President  Ford  would 
impose  a  5%  cost-of-living  ceiling 
on  food  stamp  benefits  in  this 
inflationary  period.  These  and 
other  measures,  if  accepted  by  Con¬ 
gress,  would  have  the  net  effect  of 
reducing  budget  authority  for  the 
food  stamp  program  by  $755  mil¬ 
lion  in  FY76. 

Budget  Chisels  Welfare 

The  FY76  budget  calls  for  a  net 
decrease  of  $90  million  in  federal 
payments  to  public  assistance  (wel¬ 
fare),  despite  an  expected  increase 
in  caseloads  of  almost  246,000  per¬ 
sons,  resulting  from  the  current 
economic  recession.  However,  bud¬ 
get  authority  for  federal  aid  to 
families  with  dependent  children 
(AFDC)  will  decrease  by  $124  mil¬ 
lion,  since  the  federal  matching 
share  to  AFDC  programs  in  12 
low-paying  states  will  be  reduced 
and  income  qualifications  for  par¬ 
ticipants  in  all  states  will  be  raised. 

The  Administration  is  expected 
to  propose  legislation  to  reduce  the 
share  of  federal  contributions  to 
social  service  programs  administered 
by  states  benefiting  low-income  fam¬ 
ilies  and  adults  by  an  additional 
$448  million  in  FY76  (from  75%  to 
65%  in  FY76  to  50%  in  FY77).  At 
the  same  time,  budget  authority  for 
the  work  incentives  (WIN)  program 
for  AFDC  recipients  will  be  increas¬ 
ed  by  $110  million,  even  thou|^ 
high  rates  of  unemployment  will  pre¬ 
sent  a  growing  obstacle  to  the  suc¬ 
cess  of  WIN  job  training  and  place¬ 
ment  services.  (Last  year,  fewer  than 
25%  of  AFDC  recipients  registered 
with  WIN  were  actually  placed  in 
jobs.) 

Losses  in  federal  support  for  wel¬ 
fare  for  FY75  and  FY76  are  expect¬ 
ed  to  force  states  to  reduce  benefits 
under  many  programs.  The  people 
most  severely  affected  will  be  low-in¬ 
come  single  parents  and  children. 

Boosts  for  Prisons,  FBI 

In  the  area  of  criminal  justice, 
the  Ford  budget  emphasizes  punish¬ 
ment  over  prevention.  Budget  auth¬ 
ority  for  construction  of  new  fed¬ 
eral  prisons  would  rise  by  almost 
38%,  from  $25.9  million  in  FY75 
to  $35.8  million  in  FY76.  Most  of 
Continued  on  Page  6 
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$4.9  BILLION  PLUS  ASKED  FOR  INDOCHINA 


Two  years  after  the  signing  of 
the  Paris  Agreements,  the  Adminis¬ 
tration  continues  to  request  more 
military  aid  funds  for  Indochina 
than  for  any  other  part  of  the 
world.  The  amounts  being  asked  for 
FY76,  supplementals  for  FY75  and 
projections  for  FY77  are: 

•  $1,293  million  in  FY76  Defense 
Dept,  funds  for  military  aid  to 
South  Vietnam.  This  year’s  appro¬ 
priation  is  $700  million. 

•  $300  million  in  FY75  supple¬ 
mental  military  aid  appropriations 
for  South  Vietnam. 


•  $425  million  in  military  aid  to 
Cambodia  for  FY76.  For  this  fiscal 
year.  Congress  imposed  a  strict 
limit  of  $275  million. 

•  $222  million  in  supplemental 
military  aid  to  Cambodia  for  FY75. 

•  $952  million  in* ‘Indochina  Post¬ 
war  Reconstruction  Assistance.** 
This  is  political/economic  aid  to 
South  Vietnam,  Cambodia  and 
Laos.  Congress  has  authorized 
$616.9  million  for  this  year.  The 
House  has  voted  $440  million. 

•  $250  million  in  FY74  in  “emer¬ 
gency”  drawdown  of  Defense  Dept. 


funds  for  military  aid  to  Cambodia, 
which  repays  the  Pentagon  for 
1974  disbursements. 

•  $124  million  to  pay  for  various 
U.S.  military  functions  in  Southeast 
Asia  (in  Dept,  of  Defense  budget). 

•  An  as  yet  undetermined  amount 
in  “Food  for  Peace”  funds. 

•  In  addition,  the  Pentagon  is  re¬ 
questing  military  aid  for  South 
Vietnam  of  $355  million  for  the 
transition  quarter,  July  1-Sept.  30, 
1976,  and  $1  billion  for  FY77. 


TAX  EXPENDITURES:  NEW  INSIGHTS  INTO  WHO  GETS  WHAT 


This  year  for  the  first  time  Congress  has  required  the 
Executive  Branch  to  include  figures  with  the  FY76  budget  which 
show  the  amount  of  potential  tax  monies  not  collected  because 
of  various  tax  laws  which  provide  subsidies  or  “loopholes,”  as 
they  sometimes  are  called.  While  disclaiming  both  exactness  and 
completeness,  the  Administration’s  computation  of  these  “tax 
expenditures”  provides  an  important  insight  into  the  federal  tax 
structure.  Many  of  these  “tax  expenditures”  beneflt  middle  and 
upper  income  people  who  itemize  deductions.  The  public 
generally  is  unaware  of  how  these  tax  advantages  are  parcelled 
out  among  the  citizenry.  But  programs  which  pay  direct  benefits 
to  the  poor  provide  highly  visible  and  specific  targets  for  budget 
cutters.  In  reading  the  following  table,  remember  that  all 
proposed  public  assistance  (welfare)  programs  are  estimated  at 
$9,214  miUion  in  FY76.  l^e  projected  subsidy  for  the  food 
stamp  program  is  $3,229  million. 

During  FY76  the  Administration  estimates  that  $91.8  billion 
vrill  be  deducted  from  individual  and  corporate  income  tax  bills. 
An  amount  equivalent  to  66.6%  of  personal  income  taxes  and 
43.9%  for  corporations  will  not  be  collected.  There  are  no  figures 
available  to  pinpoint  who  benefits  (by  income  class  or  any  other 
category)  from  which  tax  subsidy. 

FCNL’s  “Statement  of  Taxation  and  the  Distribution  of 
Wealth  and  Income  in  the  U.S.A”  (January,  1974)  urges: 
“Subsidies  found  to  be  really  needed  should  be  voted  out  of 
public  revenues  by  elected  public  bodies  after  adequate  public 
debate. . .  Ail  subsidies  should  be  reviewed  periodically  at  such 
intervals  as  will  permit  reappraisal  of  need  and  conformity  to 
standards.”  (For  a  copy  of  this  full  statement  send  a  long, 
stamped,  self-addressed  envelope.) 


Here  are  some  of  the  larger  categories  of  tax  expenditures: 


(Estimated  for  1976) 

Individuals  In  Millions 

*  Deductibility  of  non-business  state  and  local  taxes 

(other  than  on  owner-occupied  homes  and  gaso¬ 
line)  $9,950 

*  Deductibility  of  mortgage  interest  on  owner- 

occupied  homes  $6,500 

*  Net  exclusion  of  pension  contributions  and  earn¬ 
ings  under  employer  and  self-employed  plans  $6,450 

*  Deductibility  of  charitable  contributions  $5,275 

*  Deductibility  of  property  taxes  on  owner-occupied 

homes  $5,270 

*  Capital  gains  (other  than  farming  &  timber)  $4,165 

*  Exclusion  of  unemployment  insurance  benefits  $3,830 

*  Exclusion  of  employer  contribution  to  medical 

insurance  premiums  and  medical  care  $3,745 

*  Deductibility  of  interest  on  consumer  credit  $3,460 

Corporations 

*  Business  investment  credit  $4,420 

*  $25,000  corporate  surtax  exemption  $3,570 

*  Exclusion  of  interest  on  state  and  local  debt  $3,505 

*  Extractive  industries,  excess  of  percentage  over 

cost  depletion  $2,610 


FOOD  FOR  PEACE.  The  U.S.  overseas  “Food  for  Peace”  i»rogram  is  scheduled  to  receive  $1.3  billion  for 
FY76.  This  represents  an  actual  decline  from  the  5.5  million  tons,  costing  $1.6  billion  that  probably  will  be 
spent  this  year.  Current  levels  are  just  about  half  the  average  food  tonnage  shipped  in  the  mid  sixties  and  early 
sev«ities.  In  an  effort  to  reduce  political  and  military  considerations  Congress  in  December  added  a  provision 
requiring  that  70%  of  Title  I  food  sales  should  be  used  for  countries  on  the  Ui^.’s  list  of  32  nations  most 
seriously  affected  by  current  food  shortages.  ^ 
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this  increase  would  speed  construction  of 
a  hif^Iy  controversial  behavioral  research 
center  in  Butner,  NC,  a  new  adult  prison 
in  the  northeast  region,  and  two  new 
youth  prisons  in  the  southeast  and  west. 
However,  no  funds  have  been  requested 
for  FY76  to  implement  community  crime 
prevention  larograms  authorized  under 
the  Juvenile  Justice  and  Delinquency 
Prevention  Act  of  1974.  This  Act  is 
meanin^eas  without  funds. 

At  the  same  time.  President  Ford  is 
requesting  a  $25  million  increase  in  bud¬ 
get  authority  for  the  FBI,  from  $440.7 
million  in  FY75  to  $465.8  miUion  in 
FY76.  Yet  budget  authority  for  the  new 
Legal  Services  Corporation  to  help  in¬ 
digent  defendants  would  remain  at  the 
FY75  level  of  $71.5  million. 

Budget  authority  requests  have  been 
cut  by  $110.8  million  (from  $880.6  to 
$769.8  million)  for  the  Law  Enforcement 
Assistance  Administration  (LEAA), 
which  has  been  growing  rapidly  in  recent 
years. 

Public  Service  Jobs  Downgraded 

The  Ford  FY76  budget  states  a  dear 
preference  tat  paying  unemployment 


compensation  to  those  out  of  work, 
rather  than  providing  public  service  jobs. 
Less  than  $4  billion  will  be  spent  on  jobs 
and  the  administration  of  job  programs. 
But  $18.2  billion  is  slated  for  unemirioy- 
ment  relief.  Billions  more  will  be  lost 
because  income  and  payroll  taxes  will  not 
be  collected  from  the  unemployed. 

The  Congressional  Joint  Economic 
Committee  has  estimated  that  if  the 
unemployment  rate  for  FY76  were  4.5% 
instead  of  the  projected  8.5%,  there 
would  be  a  budget  surplus  of  a  billion 
dollars  rather  than  a  minimum  $52  billion 
defidt. 

The  Administration  is  hoping  that 
recovery  will  take  place  rapidly,  so  tax 
receipts  will  increase  and  unemployment 
funds,  food  stamps  and  welfare  costs  will 
decrease.  Also  it  does  not  want  to  be¬ 
come  conunitted  to  long-term  public 
service  programs. 

Military  spending  is  inflationary 
and  a  poor  way  to  create  jobs. 
Write  for  “Seven  Questions  About 
Inflation  and  Military  Spending,” 
G-64/1974. 


LOOKING  TO  THE  FUTURE:  FEDERAL  R  &  D 

Federal  obUgationa  for  reaearch  and  development  (R4D)  will  increaae  16%  to  $21.6  billion  in 
FY76.  The  military,  which  already  receivea  more  than  half  of  all  RCI3  funda,  alao  will  receive 
the  lion^  ahare  of  thia  increaae.  The  following  table  and  text  give  aome  indication  of  which 
aubjeeta  have  been  identified  aa  the  moat  important  problema  on  which  to  concentrate  national 
talenta,  energlea  and  doUara; 

MUiUry  $11.4  bUlion  (52.8%) 
includes  (millions  of  $): 

obll9«tions 


$2,477  missiles 

$2,186  “other  equipment” 

$2,114  aircraft 

664  ships,  snwll  craft 
622  military  astronautics 
564  ordnance,  combat  vehicles 
495  nuclear  weapons 
476  military  sciences 

Included  in  above  totals  are  R&D 
on  Trident  submarines  &  missiles, 
$816;  and  B-1  bomber,  $672. 


Civilian  $7.3  billion  (33.8%) 
includes  (millions  of  $): 
outlsyt 

$991  nuclear  energy 

$630  National  Science  Foundation 

$547  cancer 

$470  agriculture 

$386  environmental  health 

$380  fossil  energy 

$379  transportation 

$250  cardiovascular  ailments 

$124  mental  health 

$116  solar  A  geothermal  energy 


Space 
$2.9  biDiun 
(13.4%) 


“Federal  fund*  ure  expected  to  continue  to  furnish  the  largest  source  (more  than  half)  of  the 
total  support  for  unWerdty  research  and  development  activities.”  (Source:  Special  Analysis  P. 
and  p.  178.  FY76  Special  Analyses,  FY76  Budget) 
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Why  Big  Cuts  in  Fedetal  Programs? 

The  HEW  FY76  Budget  Report  says 
federal  programs  are  being  cut  to  foster 
“greater  local  responsibility  and  account¬ 
ability.” 

President  Ford  said  on  January  22  in  a 
speech  to  a  Washington  business  group, 
“More  than  a  generation  ago  a  trend  was 
set  in  motion  to  advocate  massive  federal 
spending  as  a  sure  way  to  social  progress. 
This  massive  spending  took  the  form  of 
income  redistribution  progranu  s’»7h  as 
food  stamps,  social  security,  federal  re¬ 
tirement  beneHts  and  so  A>rth.  I  think  we 
have  to  turn  this  trend  around.  To  the 
extent  that  I  possiUy  can,  I  intend  to  do 
so.” 

In  his  budget  message  for  1976  he 
argues,  “Were  the  growth  of  domestic 
assistance  programs  to  continue  for  the 
next-two  decades  at  the  same  rates  as  in 
the  past  20  years,  total  government 
spending  would  grow  to  more  than  half 
of  our  national  output.  We  cannot  permit 
this  to  occur. . . .  We  must  begin  to  limit 
the  rate  of  growth  of  our  budgetary 
commitments  in  the  domestic  assistance 
area  to  sustainable  levels.”  (emphasis 
added) 


THE  FRIENDS  COMMITTEE  ON 
NATIONAL  LEGISLATION  indudes 
Friends  appointed  by  22  Friends 
Yearly  Meetings  and  by  10  other 
Friends  orguiizations  in  the  United 
States.  Expressions  of  views  in  die 
FCNL  Wasbimgtom  Newsletter  are 
guided  by  the  Statement  of  Policy 
prepared  and  approved  by  die  Com¬ 
mittee.  Seeking  to  follow  the  leadings 
of  the  Spirit,  the  FCNL  speaks  for 
itself  and  for  like-minded  Friends.  No 
organization  can  speak  officially  for 
the  Rel^ous  Society  of  Friends. 
FCNL  Washington  Newsletter.  Con- 
trliutorsi  Edward  F.  Snvder,  Frances 
Neely,  Harold  B.  Confer,  Anne 
Hohinger,  Tim  Atwater,  Kari  F.  Bach, 
Ed  Honnold,  Nick  Block.  245  Second 
St.,  NJE.,  Washington,  D.C  20002. 
SubKripdon  price  $10.00  per  year. 
Published  monthly  except  August. 
Tel:  (202)  547-4343. 
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CLIMATE  CHANGERS? 

For  major  changes  to  occur 
in  public  policy,  the  politi¬ 
cal  climate  in  many  Con¬ 
gressional  districts  must 
change.  FCNL  District  Con¬ 
tacts  are  climate  changers 
motivated  by  a  concern  for 
peace  and  justice.  For  fur¬ 
ther  information  write  and 
ask  what  FCNL  expects  of 
its  District  Contacts  and 
what  aids  it  has  for  them. 


